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PREFACE 

The  Dairy  and  Poultry  Market  News  Service  of  the  U.  S.  Department  of 
Agriculture  has  recognized  for  at  least  20  years  that  sales  of  wholesale  bulk 
butter  by  first  receivers  in  central  markets  were  declining  to  the  point  that 
eventually  prices  on  these  sales  would  not  be  reliable  indicators  of  butter 
price  levels  in  these  markets. 

Following  research  in  Iowa  in  194-8,  the  Iowa  Creameries  Association  re- 
quested a  report  of  butter  prices  received  by  creameries.  An  experimental 
report  of  such  prices  was  carried  on  in  Iowa  by  the  U.  S.  Department  of  Agri- 
culture in  194-9-50.  The  restrictions  on  expanding  services  at  the  time  of 
the  Korean  War  made  it  necessary  to  drop  this  service.  However,  a  price 
report  for  butter  at  interior  markets  was  placed  in  the  longtime  dairy  and 
poultry  market  news  of  the  Agricultural  Marketing  Service,  and  funds  were 
requested  to  make  the  proposed  service  operative  in  fiscal  year  1959.  In 
August  1958,  the  Dairy  and  Poultry  Market  News  Service  started  reporting 
prices  received  for  butter  by  Iowa  creameries  on  Tuesdays  and  Fridays.  The 
report  is  carried  in  the  Chicago  and  New  York  dairy  market  reports  and  on 
various  radio  market  news  broadcasts. 

In  preparation  for  the  new  service,  research  was  instituted  in  fiscal 
year  1958  to  clarify  problems  of  reporting  information  at  the  creamery  level 
which  had  become  apparent  in  the  194-9-50  experimental  reporting.  The  present 
report  contains  the  results  of  this  work.  In  addition  to  its  contribution  to 
the  development  of  the  new  report  of  butter  prices,  the  present  publication 
is  intended  to  furnish  State  departments  of  agriculture  and  agricultural 
college  personnel  with  information  that  will  aid  them  in  establishing  report- 
ing services.  It  is  also  expected  that  a  better  understanding  of  the  degree 
of  accuracy  with  which  butter  prices  can  be  reported  in  various  ways  at  the 
creamery  level  will  help  the  industry  use  the  new  report  more  effectively. 
This  study  is  part  of  a  broad  program  of  research  aimed  at  improving  the 
efficiency  of  the  marketing  of  farm  products. 
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SUMMARY  AND  CONCLUSIONS 

Analysis  of  prices  received  by  creameries  for  wholesale  bulk 
butter,  reported  by  a  sample  of  38  Iowa  creameries,  showed  that  it 
is  feasible  to  report  average  weekly  net  prices  based  on  a  sample 
of  creameries.  These  prices  can  be  expected  to  show  changes  from 
one  week  to  another,  within  one-half  cent  of  the  true  change  in 
the  average  price,  in  95  percent  of  repeated  trials. 

This  degree  of  accuracy  is  possible  because  transportation 
and  other  charges  per  pound  of  butter,  paid  by  individual  cream- 
eries for  shipping  butter,  usually  fall  close  to  the  average  of 
these  charges  paid  by  all  creameries.  In  95  percent  of  repeated 
trials,  the  average  charge  could  be  expected  to  fall  within  the 
limits  of  1.94-  to  2.04-  cents  per  pound  for  shipments  to  New  York 
and  0.71  to  1.10  cents  per  pound  for  shipments  to  Chicago.  In 
some  cases,  however,  wide  and  unexplained  variations  in  transpor- 
tation charges  occur  among  creameries  or  even  from  week  to  week 
for  an  individual  creamery. 

Information  from  a  sample  of  creameries  that  could  report 
soon  after  the  sale  of  their  butter,  could  be  expected  in  95 
percent  of  repeated  trials,  to  give  weekly  average  prices  within 
one-half  cent  of  the  weekly  average  price  received  by  a  sample 
representative  of  all  creameries.  Average  prices  could  be  esti- 
mated with  about  the  same  degree  of  reliability  and  accuracy  from 
the  selling  agreements  creameries  have  with  wholesale  receivers. 
However,  the  range  of  estimated  prices  tended  to  be  wider  than  the 
range  of  actual  prices.  The  wider  range  may  reflect  differences 
between  the  expected  and  the  realized  grade  of  butter,  or  the 
price  reporting  agency's  incomplete  understanding  of,  or  inaccurate 
information  on,  the  terms  of  the  agreement. 

Prices  reported  for  butter  sold  to  receivers  at  interior 
points  were  within  the  range  of  prices  reported  for  butter  sold 
to  receivers  at  central  markets. 

With  the  variability  in  prices  at  the  time  of  the  research, 
a  sample  of  15  to  99  creameries  would  be  required  for  reporting 
weekly  net  prices  received  by  creameries,  depending  on  the  accuracy 
required  of  the  report.  For  daily  net  prices  the  number  of  cream- 
eries would  range  from  9  to  51  for  each  day's  report. 

Because  gross  prices  would  be  reported  separately  for  cream- 
eries selling  butter  subject  to  New  York  prices  and  to  Chicago 
prices,  the  number  of  creameries  required  in  a  sample  for  reporting 
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gross  prices  would  be  greater  than  required  for  reporting  net 
prices.  From  30  to  198  creameries  would  be  needed  in  a  sample  for 
reporting  weekly  gross  prices  and  from  18  to  102  creameries  each 
day  for  reporting  daily  gross  prices,  depending  on  the  accuracy 
expected  of  the  report. 

Since  only  about  one-fifth  of  creameries  learn  their  prices 
on  the  day  the  butter  is  sold,  it  is  possible  that  few  plants  will 
be  found  that  can  report  current  daily  butter  prices  for  some 
grades  of  butter,  on  some  days  of  the  week. 

Establishing  accurately  the  grade  of  butter  for  which  cream- 
eries report  prices  probably  always  will  be  a  difficult  problem. 
One  approach  that  has  promise  is  to  use  all  available  grading 
information  from  USDA's  Inspection  and  Grading  Branch  on  butter 
produced  by  reporting  creameries.  Such  information  can  be  supple- 
mented, where  necessary,  with  official  grading  of  specific  butter 
shipments  from  individual  creameries. 


PROBLEMS  IN  INITIATING  A  REPORT  OF  PRICES 
RECEIVED  FOR  BUTTER  BY  MIDWESTERN  CREAMERIES 

By  A.  G.  Mathis,  agricultural  economist 
Market  Organization  and  Costs  Branch 
Marketing  Research  Division 
Agricultural  Marketing  Service 

INTRODUCTION 

This  report  is  concerned  with  problems  involved  in  establishing  the 
reporting  of  butter  prices  using  information  obtained  from  butter  plants  in 
the  Midwest. 

Reporting  butter  prices  received  by  creameries  presented  several  prob- 
lems that  required  considerable  analysis  to  establish  a  basis  for  deciding 
how  information  could  be  gathered,  classified,  and  interpreted  to  make  the 
report  most  useful: 

1.  The  large  number  of  butter  plants  and  their  wide  geographical 
scatter  suggested  that  prices  be  obtained  from  a  sample  of  the  plants  rather 
than  all  plants  as  is  the  usual  market  news  practice.  Before  sampling  could 
be  done  for  a  permanent  report,  prices  to  be  reported  had  to  be  defined, 
plants  and  their  characteristics  listed,  marketing  practices  ascertained,  and 
the  relationship  between  size  of  sample  and  accuracy  and  reliability  deter- 
mined. 

2.  Experience  in  trial  reporting  in  194-9-50  showed  that  creameries  tend 
to  ship  regularly  to  the  same  outlets,  with  prices  determined  by  formulas 
specific  for  each  creamery.  In  general,  creameries  did  not  learn  the  actual 
selling  price  for  their  butter  for  some  days  after  they  shipped.  Since  grade 
and  price  determination  usually  were  not  final  until  the  butter  reached  its 
destination,  most  creameries  could  not  report  prices  until  several  days  to 

2  weeks  after  shipping  butter,  and  usually  1  to  10  days  after  price  was 
determined.  These  pricing  practices  made  it  difficult  to  report  a  current 
or  even  reasonably  current  price.  Ways  to  obtain  the  most  current  information 
possible  had  to  be  tested  before  prices  could  be  reported  as  a  regular  USDA 
program. 

3.  Several  alternative  ways  of  grouping  prices  for  reporting  were 
possible.  It  was  necessary  to  test  these  ways  to  decide  which  afforded  the 
best  combination  of  reliability  and  usefulness  for  the  industry. 

4.  It  was  necessary  to  find  a  way  of  ascertaining  with  reasonable 
reliability  the  quality  of  the  butter  for  which  price  was  reported. 
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These  problems  were  attacked  in  two  stages: 

1.  A  survey  of  butter  plants  was  made  to  obtain  information  on  marketing 
practices,  provide  more  reliable  information  for  sampling  purposes,  and  aid 

in  determining  how  promptly  prices  could  be  reported. 

2.  Experimental  reporting  of  butter  prices  received  by  creameries  was 
established  to  afford  experience  in  obtaining  information  from  creameries 
and  to  provide  the  data  necessary  to  solve  the  problems  discussed  above. 

Data  for  this  report  were  collected  by  the  Dairy  and  Poultry  Market 
News  Service  of  the  Agricultural  Marketing  Service,  and  the  analysis  was 
made  by  the  Market  Organization  and  Costs  Branch  of  the  Marketing  Research 
Division.  Both  the  survey  and  the  experimental  reporting  were  done  in  Iowa, 
since  previous  work  in  1948-50  had  interested  the  Iowa  butter  plants  in  this 
kind  of  reporting.  \J  2J  1/     It  was  expected  that  the  work  in  Iowa  could  be 
expanded  to  other  Midwestern  States  in  the  ways  that  the  research  analyses 
suggested  would  be  most  effective. 

MARKETING  PRACTICES  AMONG  IOWA  CREAMERIES 

The  fairly  extensive  research  on  butter  marketing  from  1948  to  1950 
furnished  considerable  background  for  the  initiation  of  the  experimental 
market  news  reporting.  (J  $J    However,  butter  production  had  shifted  from 
cream-gathering  plants  to  much  larger  milk-gathering  plants  since  that 
period,  so  the  first  stage  of  the  research  was  a  sample  survey  to  determine 
whether  marketing  practices  in  butter  plants  had  also  changed. 

A  listing  of  Iowa  plants  selling  butter  in  1955  was  obtained,  and  a 
universe  of  plants  selling  wholesale  bulk  butter  to  first  receivers  was 
selected  by  excluding  the  following  groups  from  the  listing: 

1.  Plants  which  delivered  to  a  cooperative  organization  which  printed, 
packaged,  and  sold  print  butter  and  returned  patronage  dividends  to  member 
creameries. 


1/  Ma this,  A.  G.  A  Survey  of  the  Marketing  System  for  Iowa  Butter,  Dry 
Skimmilk,  and  Dry  Buttermilk.  Mimeo.  No.  1,  Project  1031,  Iowa  Agr.  Expt. 
Sta.  1948. 

2/  Mathis,  A.  G.  Market  News  Reporting  of  Butter  Prices  Received  by 
Creameries.  Production  and  Marketing  Admin.,  U,  S.  Dept.  Agr.,  Washington, 
D.  C.  March  1952. 

2/  Mathis,  A.  G.,  and  Hirsch,  Donald  E.  Butter  Pricing  by  Iowa  Cream- 
eries. Circular  C-136.  Farm  Credit  Admin.,  U.  S.  Dept.  Agr.,  Washington, 
D.  C.  May  1950. 

ij    See  footnotes  1/,  2/  and  2/. 

$J    Cook,  Hugh  L.,  Kelley,  Paul  L.,  Koller,  E.  Fred,  &  Miller,  Arthur  H. 
Butter  Pricing  and  Marketing  at  Country  Points  in  the  North  Central  Region. 
North  Central  Regional  Publication  No.  26,  Univ.  Minn.  Agr.  Expt.  Sta.  Tech. 
Bui.  203,  St.  Paul,  Minn.  June  1952. 
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2.  Plants  which  printed  their  own  butter  and  sold  it  in  print  form. 

3.  Plants  which  reported  less  than  100,000  pounds  of  butter  produced  in 
1956.  Small  plants  had  been  found  to  be  unreliable  cooperators  in  the  1949-50 
trial  reporting.  Many  sold  their  production  locally.  Further,  a  rapid  inte- 
gration of  butter  plants  was  occurring  and  small  plants  were  going  out  of 
business. 

From  the  remaining  176  plants,  all  plants  producing  over  600,000  pounds 
of  butter  in  1956,  and  a  40-percent  random  sample  of  smaller  plants  were 
selected  for  the  sample  survey.  A  total  of  106  plants  was  surveyed. 

Results  of  the  survey  showed  that,  in  general,  marketing  practices  for 
butter  had  changed  little  since  1949-50. 

Creameries  had  pricing  arrangements  with  one  or  more  wholesale  receivers 
to  whom  they  regularly  shipped  their  butter.  Price  was  decided  according  to 
the  terms  of  an  agreement,  usually  oral,  between  creamery  and  receiver. 

These  agreements  ran  for  considerable  periods.  They  specified  the  price 
report  on  whicn  the  creamery's  price  was  based,  together  with  any  qualifying 
points;  for  example,  Urner  Barry,  top  of  the  price  for  Grade  A  butter  on  the 
day  it  arrived  at  its  destination,  plus  one-fourth  cent  per  pound. 

For  all  surveyed  plants  the  butter  price  was  based  on  the  price  reported 
for  New  York  or  Chicago — 73  percent  of  the  creameries  on  the  basis  of  the 
New  York  price,  27  percent  on  the  basis  of  the  Chicago  price. 

Seventy-six  percent  of  tne  agreements  specified  that  price  be  based  on 
the  Grade  A  quotation,  17  percent  on  the  Grade  B  quotation  (plus  2  percent 
more  on  tne  Chicago  Grade  B  carlot  price) ,  2  percent  on  the  Grade  AA  price , 
and  3  percent  on  the  reported  price  for  the  actual  grade  of  the  butter. 

All  shippers  paid  shipping  costs  either  to  destination  or  to  the  central 
market  whose  price  was  used  in  the  agreement.  Destination  differed  from  the 
central  market  in  12  percent  of  the  agreements. 

In  77  percent  of  the  agreements,  price  was  determined  on  the  day  the 
butter  arrived  at  its  destination.  The  other  23  percent  of  the  agreements 
used  14  other  ways  of  selecting  the  day  to  arrive  at  price. 

Seventy-five  percent  of  the  creameries  always  shipped  butter  on  a  certain 
day  of  the  week.  The  frequency  of  shipments  was  relatively  low  on  Monday, 
increased  to  a  peak  on  Wednesday,  and  tapered  off  to  the  lowest  point  of  the 
week  on  Saturday.  Of  the  remaining  25  percent,  23  percent  were  irregular  in 
shipments  (usually  shipping  when  they  accumulated  a  carlot  or  truck  lot) ,  and 
2  percent  shipped  regularly  every  third  or  fourth  day. 

The  butter  plants  learned  definitely  what  price  their  butter  brought  from 
1  to  14  days  after  shipping  or  in  about  10  days  after  the  day  the  price  of  the 
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butter  could  be  determined  (day  of  sale) .  6/  Eighty-one  percent  knew  their 
price  within  5  days  of  sale,  90  percent  within  a  week,  100  percent  within 
10  days  (table  1) .  Taking  into  consideration  the  distribution  of  sales  during 
the  week  and  the  time  elapsed  between  the  time  of  sale  and  the  creameries' 
knowledge  of  sale,  it  appears  that  a  weekly  report  of  actual  sales  released 
on  Friday  of  the  week  reported  could  cover  about  50  percent  of  sales;  on  the 
following  Monday,  about  80  percent;  and  on  the  following  Wednesday,  about 
90  percent. 

The  fact  that  the  agreements  for  determining  price  ran  for  considerable 
periods  suggested  that  prices  might  be  estimated  with  reasonable  accuracy  from 
these  agreements,  if  the  dates  of  butter  shipments  were  known. 

The  managers  of  the  surveyed  plants  were  asked  to  state  the  grades  of 
butter  shipped  by  their  creameries.  Also,  the  grade  of  butter  as  shown  by 
the  statement  received  from  the  wholesale  buyer  was  obtained  on  the  last  four 
shipments  of  each  plant.  As  an  added  check  on  quality,  the  USDA  grading 
service  furnished  estimates  of  the  most  usual  grade  of  butter  shipped  by  each 
creamery. 

Table  1 . —Percentage  of  creameries  receiving  information  from  buyers  regarding 
butter  shipments:  By  specified  days  after  shipment  and  after  sale 


Number  of  days 
after  shipment  or  sale 


After  shipment 


Percent  of 
creameries 


Cumulative 
percent 


After  sale 


Percent  of 
creameries 


Cumulative 
percent 


Same  day : 

1  day  later t 

2  days  later : 

3  days  later : 

4  days  later :•■ 

5  days  later : 

6  days  later : 

7  days  later : 

8  days  later : 

9  days  later : 

10  days  later : 

11  days  later : 

12  days  later : 

13  days  later : 

14  days  later : 


0 

0 

19 

19 

8 

8 

H 

33 

7 

15 

12 

45 

9 

24 

21 

66 

12 

36 

3 

69 

6 

42 

12 

81 

5 

47 

8 

89 

25 

72 

1 

90 

9 

81 

3 

93 

4 

85 

2 

95 

8 

93 

5 

100 

0 

93 

— 

— 

2 

95 



— 

1 

96 

— 

— . 

4 

100 

— 

— 

6/  Day  of  sale  is  the  day  the  price  could  be  determined  in  dollars  and 
cents. 
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These  three  sources  of  information  agreed  completely  on  53  percent  of 
the  butter  plants;  one  source  disagreed  on  27  percent  by  one  grade  level  for 
either  winter  or  summer;  and  one  or  more  sources  disagreed  on  20  percent  of 
the  creameries  for  both  summer  and  winter. 

On  the  whole,  these  proportions  suggested  that  enough  reliance  could  be 
placed  on  a  report  of  butter  quality  given  by  the  creameries  to  use  it  in 
reporting  prices.  Where  indications  existed  that  a  creamery  was  making 
errors  in  reporting  the  grade  of  butter  sold,  more  careful  checks  on  quality 
would  be  needed. 


ANALYSIS  OF  REPORTING  METHODS 

In  order  to  analyze  the  problems  involved  in  establishing  and  carrying 
on  a  report  of  butter  prices  at  the  creamery  level,  an  experimental  report 
was  inaugurated.  This  experimental  reporting  was  designed  to  supply  data 
for  analyzing  the  known  problems,  afford  experience  with  reporting  at  the  new 
level,  and  develop  working  relations  with  the  creameries. 

Since  creameries'  marketing  practices  for  butter  were  much  the  same  in 
1957  as  they  had  been  in  194-9-50,  the  experimental  reporting  was  set  up 
generally  to  conform  with  the  pattern  suggested  by  the  butter  price  reporting 
that  had  been  carried  out  at  that  time.  7/  Information  was  gathered  by  mail. 
At  the  time  the  weekly  report  was  prepared,  creameries  which  had  not  reported 
by  mail  were  telephoned. 

The  experimental  report  was  based  on  information  from  38  Iowa  creameries, 
a  50-percent  subsample  randomly  selected  from  the  76  surveyed  Iowa  creameries 
found  to  be  suitable  for  market  news  reporting.  8/  The  sample  size  was 
based  on  the  variability  of  prices  reported  by  Iowa  creameries  in  194-9-50.  9/ 
It  was  designed  to  afford  a  weekly  mean  of  net  prices  received  by  creameries 
within  0.5  cent  of  the  true  mean  price  in  95  percent  of  repeated  reports  when 
85  percent  of  the  sample  (32  creameries)  was  able  to  report  a  price.  10/  It 
was  expected  that  other  information  needed  for  analyses  would  be  obtained 
during  the  course  of  the  reporting. 


7/  See  footnote  2,  page  6, 

8/  This  sample  afforded  a  distribution  of  creameries  by  quality  of 
butter  estimated  to  be  as  follows: 

16  creameries  producing    Grade  B  butter 
11  creameries  producing     Grade  B  and  Grade  A  butter 
11  creameries  producing     Grade  A  and  Grade  AA  butter 
Creameries  were  judged  to  be  suitable  for  reporting  if  they  sold  wholesale 
bulk  butter,  were  willing  to  report  information,  and  had  a  telephone  so  that 
a  reporting  agency  could  contact  them. 
2/  See  footnote  3,  page  6. 
10/  Based  on  the  assumption  that  nonreporting  occurred  randomly. 
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Information  collected  from  the  sample  included  a  report  of  shipments  and 
a  report  of  actual  sales  of  butter.  Pounds >  grade,  and  prices  were  reported 
along  with  the  destination  and  buyer  for  each  shipment.  The  grades  reported 
were  the  sellers'  determinations  of  grades.  In  addition,  information  on  the 
terms  of  sale  were  requested.  Reports  were  first  gathered  for  the  week  ended 
October  26,  1957. 

The  statistical  analyses  were  concerned  chiefly  with  data  for  the  8  weeks 
ended  November  2  to  December  21,  1957.  Data  for  earlier  weeks  were  not 
analyzed  because  too  few  creameries  reported  information. 

In  these  analyses,  primary  reliance  was  placed  on  statistical  comparisons 
of  average  prices,  differences  and  ranges  of  differences,  and  measurements  of 
variability  by  means  of  simple  standard  deviations,  standard  errors  of  differ- 
ences between  means,  and  analysis  of  variances. 


Problems  Involved  in  Gathering  Information 

One  of  the  prime  problems  was  to  find  ways  to  report  butter  prices  at 
the  creamery  level  more  currently  than  had  been  done  in  the  194-9-50  work. 
This  problem  arises  because  creameries  commonly  ship  their  butter  with  price 
and  grade  determined  on  its  arrival  at  the  sales  point.  Thus,  creameries 
cannot  be  sure  of  price  and  grade  until  they  hear  from  their  outlets,  usually 
from  1  to  14  days  after  shipment  and  on  the  same  day  or  up  to  10  days  after 
price  has  been  determined  (table  1) . 

Statements  of  surveyed  creameries  indicated  that  about  19  percent  knew 
their  price  on  the  same  day  the  butter  was  sold  (table  1) .  About  50  percent 
of  the  creameries  selling  butter  in  a  given  week  would  have  price  information 
available  on  the  Friday  of  that  week;  90  percent  by  the  next  Wednesday;  and 
100  percent  by  the  second  Monday  after  the  reported  week. 

The  experimental  report  of  butter  prices  was  made  on  Wednesday  for  the 
previous  week.  According  to  the  survey  results  cited  above,  90  percent  of 
the  creameries  should  have  had  price  information  for  sales  in  the  previous 
week  (table  1).  However,  in  the  experimental  reporting,  price  information 
for  reporting  was  obtained  from  only  about  60  percent  of  the  creameries, 
including  the  information  obtained  by  telephone. 

This  low  response  was  due  to  several  circumstances: 

1.  Some  creameries  had  no  sales  to  report.  About  three-fourths  of  the 
surveyed  creameries  stated  that  they  shipped  butter  on  the  same  day  of  each 
week.  The  remaining  one-fourth  shipped  irregularly.  Also,  during  fall  and 
winter  months  when  production  is  seasonally  low,  small  creameries  ship  only 
once  every  10  days  or  2  weeks  rather  than  weekly,  as  in  summer. 
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2.  A  number  of  creameries,  when  telephoned,  stated  that  no  one  at  the 
creamery  could  supply  price  information  to  the  reporter.  In  some  of  the 
smaller  cooperative  creameries  the  sale  of  the  butter  and  returns  from  ship- 
ments are  handled  by  the  secretary  or  treasurer,  who  usually  is  a  farmer- 
member  of  the  cooperative  creamery.  These  men  frequently  keep  their  records 
at  their  farms.   In  such  cases  information  may  not  be  available  at  the 
creamery  unless  special  arrangements  are  made  for  the  creamery  manager  to  be 
notified  regarding  the  returns  for  the  butter.  It  is  difficult  to  talk  to 
the  farmer-member  directly,  since  he  is  likely  to  be  working  in  the  field  or 
in  the  barns  at  some  distance  from  his  telephone. 

Also,  among  both  cooperative  and  independent  creameries,  some  managers 
retain  all  marketing  functions  and  information  in  their  own  hands.  In  the 
absence  of  the  manager,  a  reporting  agency  would  not  be  able  to  get  informa- 
tion. Under  these  circumstances  the  reporting  agency  might  find  it  possible 
to  arrange  that  the  information  be  given  to  some  employee  who  will  be  respon- 
sible for  furnishing  it  to  Market  News. 

3.  Another  group  of  plants,  when  telephoned,  stated  that  they  had  not 
heard  from  their  outlets.  Such  creameries  may  not  be  practical  or  suitable 
sources  for  market  information.  They  represent  the  10  percent  of  creameries 
that  obtain  information  too  late  for  the  Wednesday  deadline.  Perhaps  they 
should  not  be  included  in  the  sample.  This  is  one  proposition  tested  in  the 
next  part  of  the  report. 


Ways  of  Getting  More  Current  Information  from  Creameries 

In  a  general  way,  by  careful  development  of  working  relations  with 
creameries,  the  proportion  of  the  sample  that  reported  could  be  brought  to  a 
point  where  all  of  the  cooperating  creameries  that  had  information  would 
report  it.  From  a  random  sample  of  creameries  this  response  would  be  much 
less  than  100  percent  for  a  current  weekly  report  (made  on  Friday)  or  a 
daily  report,  as  long  as  actual  prices  were  reported. 

Two  ways  of  improving  response  suggest  themselves: 

1.  To  select  creameries  that  had  their  sales  information  available  by 
the  deadline  necessary  for  a  current  weekly  report. 

2.  To  obtain  information  on  shipments  and  on  the  terms  of  sale  from  the 
creameries,  and  estimate  grade  and  price  according  to  the  terms  of  the  agree- 
ment. 

Selection  of  Creameries  with  Early  Sales  Information 

A  weekly  report  to  be  accurate  should  be  based  on  information  from  a 
sample  of  creameries  that  has  sales  distributed  throughout  the  week  in  the 
same  pattern  as  sales  for  all  butter  plants.  The  reason  for  matching  the 
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sample's  sales  with  sales  by  the  universe  of  creameries  is  that  prices  may 
change  from  day  to  day.  An  improperly  weighted  sample  would  result  in  an 
inaccurate  weekly  report. 

The  sample  used  in  the  experimental  reporting  depended  on  its  randomness 
to  obtain  a  pattern  of  sales  approximating  that  of  the  universe. 

The  accuracy  of  the  reporting  could  be  lessened  if  the  early-reporting 
creameries  had  a  pattern  of  sales  throughout  the  week  that  differed  from  the 
pattern  of  sales  for  the  universe.  Such  a  difference  would  show  up  if  prices 
reported  late  differed  by  more  than  a  chance  variability  from  prices  reported 
early. 

On  the  basis  of  this  hypothesis  the  differences  between  the  average 
prices,  the  price  level,  and  price  ranges  for  the  early-reported  prices  and 
late-reported  prices  were  compared.  The  average  price  resulting  from  com- 
bining information  available  on  Wednesday,  the  average  price  resulting  from 
information  available  by  Friday,  and  the  average  price  resulting  from  infor- 
mation available  by  the  second  Monday  are  shown  in  table  2. 

Table  2. — Average  Grade  A  butter  prices  reported  by  specified  days  after 
week  of  sale,  Iowa  butter  plants,  1957-58 


Sale  week  ended 
Saturday — 


Butter  prices  reported  by — 


Wednesday 
after  sale  week 


2d  Monday 
after  sale  week 


:  Cents  per  lb, 

November  16 :  60. 50 

23 :  60.39 

30 :  60. U 

December  7 :  60 .  34- 

H :        1/ 

21 :  60.80 

28 :  60.64 


Cents  per  lb. 
60.50 
60.^5 
60.55 
60.33 
60.58 
60.88 
60.79 


Cents  per  lb. 
60.50 
60.39 
60.85 
60.94 
60.68 
60.72 
60.69 


1/  Insufficient  number  of  prices  were  received  before  Wednesday  to  afford 
a  reliable  report. 

It  was  found  that,  when  the  number  of  reports  available  approximated  or 
was  greater  than  that  recommended  for  reliable  reporting,  average  prices  for 
reports  received  by  Wednesday  and  those  received  on  Friday  differed  by  amounts 
within  the  acceptable  tolerance  of  one-half  cent  at  the  95-percent  confidence 
level.  In  the  weeks  where  differences  between  reports  received  by  Wednesday 
and  those  received  later  than  Friday  were  beyond  the  limits  of  acceptability, 
the  number  of  sales  reported  was  too  small  for  reliability. 
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Somewhat  the  same  problem  would  occur  in  reporting  a  current  daily  price. 
Information  from  creameries  which  received  sales  reports  on  the  day  of  sale 
should  be  analyzed  to  determine  whether  it  differs  significantly  from  the 
sales  information  of  all  creameries.  An  analysis  of  this  kind  was  outside 
the  scope  of  the  present  project. 

Estimated  Prices  Compared  with  Actual  Prices 

The  system  of  determining  price  on  the  basis  of  long-run  agreements  with 
wholesale  receivers  has  fitted  in  well  with  the  creameries'  traditional  prac- 
tice of  maintaining  one  or  more  outlets  to  which  butter  is  shipped  regularly. 
This  method  of  pricing  and  selling  suggests  the  possibility  of  getting  a 
current  report  by  estimating  prices  from  the  creameries'  agreements. 

If  such  estimates  could  provide  acceptably  reliable  and  accurate  approxi- 
mations for  actual  prices,  they  would  resolve  the  difficult  problem  of  obtain- 
ing current  information  from  the  limited  proportion  of  creameries  (19  percent) 
which  can  give  current  prices. 

To  test  the  value  of  depending  on  estimates  for  price  reporting,  the 
sample  of  38  creameries  in  this  reporting  experiment  furnished  separate 
reports  on  shipments  and  on  completed  sales.  Information  on  selling  arrange- 
ments was  obtained  initially  by  survey,  and  changes  in  the  arrangements  were 
stated  in  the  creameries'  reports  of  shipment  data. 

On  the  days  creameries  in  the  sample  shipped  butter,  they  reported  their 
shipments  to  the  Market  News  office.  When  these  reports  were  received  at  the 
Market  News  office,  the  price  of  the  butter  was  estimated,  using  information 
previously  supplied  by  the  creamery  on  its  selling  arrangements.  These  esti- 
mated prices  were  combined  into  a  market  news  report  showing  estimated  prices 
of  butter  received  by  creameries. 

The  same  creameries  later  also  reported  to  Market  News  the  actual  prices 
received  for  the  butter  shipments  they  had  previously  reported.  These  actual 
prices  received  by  creameries  also  were  combined  into  a  market  news  report. 

Comparison  showed  that  estimates  of  average  prices  for  sales  of  butter 
subject  to  New  York  prices  were  higher  than  the  average  of  prices  actually 
received  (table  3) . 

Prices  estimated  for  sales  of  butter  subject  to  Chicago  prices  tended  to 
be  higher  than  actual  prices  for  Grade  AA  butter  and  lower  for  Grade  A  butter. 
Estimated  and  actual  prices  of  Grade  B  butter  at  Chicago  were  the  same. 

It  was  found  that  only  for  Grade  A  butter  sold  under  the  New  York  price 
were  enough  actual  sales  reported  to  permit  a  meaningful  statistical  analysis 
by  weeks  of  the  reliability  of  a  weekly  price  report  based  on  estimated 
prices.  When  the  data  were  pooled  for  the  8-week  period  studied,  the  analysis 
showed  that  95  percent  of  estimates  of  the  average  price  of  Grade  A  butter 
covering  several  weeks  or  more  could  be  expected  to  fall  between  0.04.  cent 
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Table  3. — Estimated  and  actual  gross  weekly  prices  paid  Iowa  creameries  for 
Grade  A  butter,  delivered  to  New  York,  November  2,  1957  to  February  1,  1958 


t   Average 

prices 

per  pound 

Price 

range  per  pound 

Week  ended — 

[Estimated: 

Actual 

[   Estimated  [ 
| minus  actual" 

.Estimated: 

Actual  : 

Estimated 
[minus  actual 

1957    1 

Cents 

Cents 

Cents 

Cents 

Cents 

Cents 

November  2 . . : 

:  60.23 

60.23 

0 

0.50 

2.00 

-1.50 

9..! 

60.67 

60.54 

.13 

.50 

1.25 

-.75 

16..! 

:  60.42 

60.50 

-.08 

1.00 

1.00 

0 

23..: 

.  60.53 

60.43 

.10 

1.00 

1.50 

-.50 

30..: 

,  60.75 

60.64 

.11 

2.75 

2.50 

.25 

December  7. . : 

:  60.51 

60.47 

.04 

1.50 

2.25 

-.75 

14..: 

60.84 

60.64 

.20 

.75 

2.50 

-1.75 

21..: 

60.88 

60.80 

.08 

1.00 

1.70 

-.70 

28..: 

60.79 

60.67 

.12 

1.00 

1.00 

0 

1218    ! 

January  4. . . : 

60.54 

60.33 

.21 

1.00 

1.50 

-.50 

11...: 

60.48 

60.31 

.17 

1.00 

1.00 

0 

18...: 

60.22 

60.18 

.04 

1.25 

1.00 

.25 

25...: 

60.15 

60.29 

-.14 

1.00 

1.25 

-.25 

February  1 . . : 

60.41 

60.50 

-.09 

1.00 

1.00 

0 

below  and  0.14  cent  above  the  true  mean  price.  11/  However,  weekly  esti- 
mates would  be  much  less  reliable,  ranging  from  0.5  cent  below  to  0.48  cent 
above .  11/  Thus ,  for  a  weekly  report  of  the  average  price ,  it  probably 
would  just  be  possible  to  maintain  reliability  within  one-half  cent  of  the 
true  average  price.  It  probably  would  be  difficult  to  obtain  enough  reports 
to  reduce  this  tolerance. 

These  limits  are  as  great  as  or  greater  than  the  differences  between  the 
actual  prices  and  the  prices  reported  by  Market  News  in  New  York  and  Chicago. 

The  wide  differences  that  sometimes  occur  between  the  estimated  and  the 
actual  price  ranges  may  reflect  a  real  difference  between  the  expected  and 
the  realized  grade  of  some  butter  shipments.  In  other  cases,  they  may  be 
due  to  incomplete  understanding  by  the  dairy  plant  operator  (and,  as  a  result, 
by  the  reporting  agency)  of  the  terms  of  the  selling  agreement,  or  to  inaccu- 
rate information  available  to  the  reporting  agency  regarding  the  selling 
agreement . 


Improvements  in  the  ability  of  creamery  managers  to  judge  butter  quality 
and  in  their  knowledge  of  their  selling  agreements  could  be  expected  to 
improve  the  accuracy  of  estimated  prices. 


11/  With  95  percent  reliability. 
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Alternative  Wavs  of  Classifying  Butter  Prices 
for  an  Interior  Market  Report 

In  deciding  how  to  classify  prices  for  reporting,  good  practice  usually 
involves  the  separation  of  prices  into  classes,  each  representing  a  homogene- 
ous product  with  the  same  services.  Such  groupings  minimize  variability  in 
prices  and  differences  among  prices  in  time,  because  product  variability, 
which  is  a  major  cause  of  price  variability,  is  absent. 

With  these  facts  in  hand,  it  is  logical  to  assume  that  groupings  of 
sales  of  a  homogeneous  product  that  have  low  variability  in  price  are  likely 
to  have  more  nearly  the  same  services  than  a  different  kind  of  grouping  that 
results  in  wider  variability.  Or,  looking  on  the  other  side  of  the  coin,  of 
two  groupings  of  sales  with  the  same  services  attached,  the  one  with  lower 
variability  is  most  likely  to  be  sales  of  homogeneous  products. 

For  these  reasons,  in  studying  alternative  ways  of  grouping  reported 
prices ,  statistical  analyses  were  made  by  comparing  price  ranges  as  well  as 
averages. 

Net  Prices  vs.  Gross  Prices 

Most  butter  is  sold  subject  to  prices  stated  in  reports  of  transactions 
at  New  York  or  Chicago.  On  the  average,  a  differential  of  a  little  more  than 

1  cent  exists  between  butter  prices  in  the  2  markets.  This  differential 
varies  somewhat  from  time  to  time,  but  in  general  is  roughly  equivalent  to  the 
difference  in  transportation  costs  between  the  2  markets.  If  the  reported 
price  was  the  gross  price  received  by  all  creameries,  regardless  of  the  market 
to  which  butter  was  shipped,  the  range  of  reported  prices  would  include  the 
differential.  One  could  narrow  the  price  range  by  (a)  separating  prices  into 

2  classes:  Gross  prices  for  butter  sold  subject  to  the  New  York  market;  and 
gross  prices  for  butter  sold  subject  to  the  Chicago  market;  or  (b)  reporting 
all  prices  as  net  prices  received  for  butter  within  a  given  area. 

This  latter  way  of  reporting  prices  introduces  another  source  of  varia- 
bility besides  price  variability — the  differences  among  creameries  in  the 
charges  for  transporting  butter  to  market.  While  the  structure  of  freight 
rates  is  affected  by  other  factors  than  distance,  transportation  costs  tend 
to  increase  as  the  distance  of  the  creamery  from  the  market  increases. 

The  growth  of  truck  shipments  of  butter  introduces  another  source  of 
differences — the  unit  cost  of  shipping  butter  by  truck  differs  from  the  unit 
cost  of  rail  shipment.  Further,  the  rates  for  the  shipping  of  less-than- 
carlot  (usually  called  l.c.l.)  amounts  of  butter  by  rail  are  greater  than  the 
rates  for  carlot  shipments. 

In  order  to  avoid  high  l.c.l.  rates,  a  number  of  small  creameries  ship 
jointly  with  other  plants.  They  have  a  trucking  cost  to  the  central  shipping 
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point,  in  addition  to  the  freight  rate.  Still  other  plants  truck  their  butter 
to  interior  buying  points  (Dubuque,  Mason  City,  etc.)  where  they  sell  their 
butter  subject  to  central  market  prices,  less  an  amount  equal  to  charges  for 
transportation  to  the  central  market. 

Some  differences  from  shipment  to  shipment  by  the  same  creamery  occur 
because  of  varying  icing  charges  and  similar  cost  factors  that  are  different 
from  one  shipment  to  the  next.  These  differences  appear  to  be  as  much  as 
4.0  cents  per  hundredweight. 

In  addition,  differences  in  transportation  costs  (which  cannot  be 
explained  by  the  known  factors)  exist  from  one  shipment  to  another  by  the 
same  creamery  or  among  shipments  by  several  creameries  that  are  about  equally 
distant  from  the  central  markets. 

Oddly  enough,  the  average  cost  of  transportation  was  higher  for  Grade  B 
butter  than  for  Grade  A  butter.  This  difference  may  reflect  some  l.c.l.  ship- 
ments by  smaller  Grade  B  creameries. 

The  ranges  of  differences  in  transportation  costs  found  in  the  present 
reporting  are  given  in  table  4-. 

Table  4-. — Transportation  charges  for  butter  from  creamery  to  wholesale 
receiver,  as  reported  by  selected  Iowa  creameries,  1957-1958  1/ 


_  Transportation  charges 

j  per  cwt.  of  butter 

Range  in  transportation  charges  among  all   : 
creameries :  : 

Subject  to  New  York  prices :$1.60  to  $2.80  (average  $1.99) 

Subject  to  Chicago  prices :  0.51  to  2.75  (average  $0.91) 

Differences  in  transportation  charges  among  : 
nearby  creameries:  : 

Creamery  A,  201  miles  to  market :  2.05 

Creamery  B,  242  miles  to  market :  0.88 

Creamery  C,  255  miles  to  market :  O.64. 

Differences  in  transportation  charges  among  : 
shipments  by  the  same  creamery  to  the  same: 

outlets  (Chicago) :  1.75  to  2.75 

Average  transportation  charges:  : 

Grade  AA  butter  to  New  York :  

Grade  AA  butter  to  Chicago :  0.61 

Grade  A  butter  to  New  York :  1 .98 

Grade  A  butter  to  Chicago :  0.55 

Grade  B  butter  to  New  York :  2.22 

Grade  B  butter  to  Chicago : 1.16 

1/  These  comparisons  of  charges  are  not  necessarily  for  sales  made  within 
the  same  week. 
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The  differences  in  transportation  charges  found  within  weeks  are  smaller 
than  the  extreme  found  over  the  entire  period  of  reporting  (table  5) .  While 
extremes  in  transportation  charges  occurred,  in  most  cases  the  actual  charge 
was  close  to  the  average  transportation  charge  for  the  sample  creameries. 
Measured  statistically,  in  repeated  trials  95  percent  of  the  time  the  average 
transportation  cost  could  be  expected  to  fall  between  $1.94.  per  hundredweight 
and  $2.04  per  hundredweight  for  New  York  sales  and  between  $0.71  and  $1.10  for 
Chicago  sales.  12/ 

Table  5. — Range  in  transportation  charges  for  butter,  as  reported  by  selected 
Iowa  creameries,  by  weeks,  November  2,  1957  -  February  1,  1958  1/ 


Week  ended — 


Range 
in  charges 


Week  ended — 


Range 
in  charges 


1957 

November  2 . . 

9.. 

16.. 

23.. 

30.. 
December  7.. 

14.. 


Cents  per  lb. 
0.25 

.31 

.65 

.74 
1.15 

.85 

.81 


1957-Con.      :  Cents  per  lb. 

December  21 :  0.45 

28 :  .72 

1228        : 

January  4 :  .11 

11 :  .71 

18 :  .71 

25 :  .60 

February  1 :  .55 


1/  These  ranges  represent  the  extreme  difference  between  the  lowest  and 
the  highest  transportation  charge  for  a  shipment  of  butter  within  the  week. 

Indications  from  the  statistical  analysis  are  that  it  would  be  possible 
to  report  an  average  net  price  for  Iowa  that  would  reflect  weekly  change  in 
price  within  one-half  cent  of  the  actual  change  in  average  price.  However, 
variations  in  transportation  charges  among  creameries  could  cause  a  report  of 
actual  net  prices  to  have  a  range  about  one-half  cent  more  than  the  range 
shown  by  gross  prices  13/  (table  6) . 


Possibly,  reporting  prices  by  districts  more  narrow  than  the  whole  of 
Iowa  would  make  it  possible  to  report  an  average  net  price  for  Iowa  with 
95  percent  confidence  within  less  than  one-half  cent  of  the  true  average  net 
price,  and  would  reduce  the  range  of  net  prices. 


12/  Based  on  the  mean,  plus  or  minus  twice  its  standard  error. 

13/  Gross  price  means  the  price  per  pound  paid  the  creamery  at  the 
receivers'  dock  before  any  deductions  are  made  for  charges  involved  in  the 
movement  of  butter  from  plant  to  first  receiver  (transportation  charges) . 
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Table  6. — Ranges  of  gross  and  net  prices  for  butter  shipped  by  selected  Iowa 
creameries  to  New  York,  by  weeks,  November  2,  1957  -  February  1,  1958  1/ 


Week  ended- 


Price  range  per  pound 


Net 


Gross 


Net  price  range 
minus  gross  price  range 
per  pound 


1957      :  Cents 

November  2 :  1.40 

9 :  1.55 

16 :  1.40 

23 :  1.77 

30 :  3.05 

December  7 :  2.40 

14 :  2.80 

21 :  1.85 

28 :  1.56 

1258 

January  4 :  1.44 

11 :  1.46 

18 :  1.36 

25 :  1.40 

February  1 :  1.30 


Cents 
2.00 
1.25 
1.00 
1.50 
2.50 
2.25 
2.50 
1.70 
1.00 

1.50 
1.00 
1.00 
1.25 
1.00 


Cents 
-0.60 
.30 
.40 
.27 
.55 
.15 
.30 
.15 
.56 

-.06 

.46 
.36 
.15 
.30 


1/  This  range  is  difference  between  the  extreme  high  and  the  extreme  low 
prices  for  the  week. 


Prices  for  Butter  Sold  in  Central  Markets 
and  at  Interior  Points 


Millions  of  pounds  of  butter  annually  are  printed  in  Minneapolis, 
Mason  City,  Dubuque,  and  Omaha.  Scores  of  Midwestern  creameries  send  their 
butter  to  these  interior  receiving  points.  This  butter  is  sold  subject  to 
prices  at  New  York  or  Chicago,  less  freight  from  the  receiver  to  New  York  or 
Chicago  and  less  trucking  cost  from  the  plant  to  the  receiver's  pier. 

Creameries'  high  regard  for  some  of  the  interior  outlets,  plus  the  prob- 
ability that  actual  transportation  costs  between  creamery  and  consumers  were 
minimized  by  locating  the  printing  plant  in  the  production  area,  suggested 
that  these  interior  butter  receivers  might  pay  creameries  different  prices 
than  receivers  located  in  central  markets. 

Examination  of  data  for  8  weeks  of  reporting  showed  that  in  each  week 
when  sales  were  made  to  Iowa  outlets,  actual  gross  prices  for  these  sales 
were  within  the  range  of  prices  reported  by  creameries  shipping  to  central 
market  receivers,  and  prices  for  80  percent  of  the  interior  sales  were  below 
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the  average  gross  prices  for  all  reported  sales  of  the  same  grade  at 
New  York  in  the  same  week.  \U     These  results  are  not  conclusive,  because 
the  number  of  creameries  in  the  sample  reporting  sales  to  interior  receivers 
was  insufficient  to  give  statistical  reliability. 

Sample  Sizes  for  Reporting  Prices  at  the  Creamery  Level 

Sample  sizes  for  reporting  prices  vary  according  to  the  degree  of  accu- 
racy and  reliability  desired  for  a  given  report.  Also,  the  sample  size  required 
for  a  given  accuracy  depends  on  the  amount  of  price  variability  found  in  the 
reporting  period.  Thus,  differences  in  the  amount  of  price  variations  within 
days  and  within  weeks  would  require  samples  of  different  sizes  for  daily  and 
weekly  reports  to  have  equal  probability  of  falling  within  the  same  limits  of 
the  average  price  that  would  be  found  in  a  complete  enumeration. 

In  the  present  study,  sample  sizes  were  determined  for  both  a  weekly  and 
a  daily  price  report  with  a  desired  reliability  of  95  percent,  and  with  U 
levels  of  accuracy:  15/  (l)  Within  one-fourth  cent  of  the  true  mean  price; 
(2)  within  one-half  cent  of  the  true  mean  price;  (3)  such  that  a  change  in 
price  from  one  reporting  period  to  another  would  be  (a)  within  one -fourth  cent 
of  the  true  difference,  and  (b)  within  one-half  cent  of  the  true  difference. 

Determination  of  sample  size  with  acceptable  statistical  reliability  was 
possible  only  for  Grade  A  butter  sold  in  New  York.  Only  for  this  grade  and 
market  class  were  sufficient  numbers  of  sales  reported  weekly  and  daily  to 
provide  a  basis  for  valid  statistical  estimations. 

It  was  felt,  however,  that  the  price  variability  found  in  Grade  A  butter 
shipped  to  New  York  would  be  reasonably  representative  of  price  variability 
found  in  other  grades  of  butter.  Since  Chicago  and  New  York  prices  tend  to 
move  together,  prices  for  New  York  would  show  about  the  same  variability  as 
prices  in  Chicago. 

Sample  sizes  were  based  on  the  expectation  that  prices  would  be  reported 
for  butter  of  Grades  AA,  A,  and  B.  It  was  not  thought  necessary  to  report 
Grade  C  prices  because  in  1957-58  the  number  of  Grade  C  sales  in  central  mar- 
kets frequently  was  too  small  for  Grade  C  prices  to  be  reported. 

Gross  prices  were  expected  to  be  reported  in  6  classes:  For  3  grades  of 
butter  sold  subject  to  New  York  prices  and  3  grades  subject  to  Chicago  prices. 
Net  prices  would  include  only  3  classes,  one  for  each  grade  of  butter. 


14./  All  of  these  reported  sales  to  Iowa  receivers  were  made  subject  to 
New  York  prices  and  with  deductions  for  freight  from  the  Iowa  receiving  point 
to  New  York  and  from  the  creamery  to  the  Iowa  receiving  point.  Hence,  this 
comparison  was  between  the  prices  for  shipments  to  Iowa  and  the  prices  for 
shipments  to  New  York. 

15/  In  95  percent  of  repeated  trials,  results  would  be  expected  to  fall 
within  the  acceptable  limits. 
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Sample  sizes  for  both  weekly  and  daily  price  reports,  for  either  gross  or 
net  prices,  are  shown  in  table  7.  These  sample  sizes  represent  the  number  of 
reported  prices  necessary  to  obtain  the  stated  accuracy  and  reliability  for 
the  price  variability  found  during  the  study.  Butter  prices  at  that  time  were 
at  or  close  to  Government  support  levels.  In  a  period  of  active  trading,  more 
price  variability  might  occur;  then  the  sample  sizes  would  have  to  be  increased 
to  obtain  the  same  accuracy  and  reliability. 

Table  7. — Sample  sizes:  Estimated  number  of  butter  plants  required  for 
reporting  gross  and  net  prices  for  3  grades  of  butter,  under  various 
standards  for  accuracy  1/ 


Accuracy  desired 

Weekly  report 

:    Each  day  of 
:  a  daily  report 

Net 

:  Gross 

:   Net 

:  Gross 

!  price 

: price  2/ 

:  price 

: price  2/ 

,  Plants 

Plants 

Plants 

Plants 

Average  of  reported  prices:         : 
Within  1/4  cent  of  true  mean  price . i 

:   51 

102 

27 

54 

Within  1/2  cent  of  true  mean  price. 

:   15 

30 

9 

18 

Change  from  previous  average  of      ! 

reported  prices:                i 

Within  1/4.  cent  of  the  true      s 

.   99 

198 

51 

102 

Within  1/2  cent  of  the  true      s 

:   27 

54 

15 

30 

1/  With  95  percent  reliability. 
2/  Prices  at  Chicago  and  New  York. 


Considerations  for  a  Daily  Report  of  Prices  Received  by  Creameries 


The  creameries'  marketing  and  pricing  practices  make  reporting  a  reliable 
daily  price  dependent  on  several  factors.  The  first  factor  is  selection  of  a 
representative  sample  of  cooperating  creameries  that  can  report  sales  on  the 
same  day  price  is  determined.  Table  1  indicates  that  about  19  percent  of  the 
surveyed  creameries  could  report  that  promptly. 

The  second  factor  is  selection  of  a  representative  sample  to  report  prices 
every  day.  The  survey  of  creameries  showed  that  75  percent  of  the  creameries 
ship  regularly  on  the  same  day  of  the  week,  but  not  daily.  Therefore,  it  would 
be  necessary  to  select  a  separate  representative  sample  for  each  day  of  the 
week.  Since  about  one-fourth  of  the  creameries  do  not  have  regular  shipping 
days,  a  method  would  have  to  be  worked  out  to  obtain  representation  for  these 
irregular  shippers. 
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A  problem  in  this  sample  selection  for  a  daily  report  arises  from  the 
fact  that  sales  are  most  heavily  concentrated  at  the  beginning  and  end  of  the 
week.  To  obtain  an  adequate  number  of  sales  for  a  satisfactory  report  on  days 
when  relatively  few  sales  are  made,  will  require  a  rather  extensive  reporting 
area.  This  is  illustrated  by  the  fact  that  only  37  percent  of  Iowa's  cream- 
eries had  price  information  suitable  for  reporting.  Of  this  37  percent,  only 
about  one-fifth,  or  8  percent  of  the  total  number  would  be  able  to  report 
prices  on  the  same  day  butter  was  sold. 

On  the  basis  of  survey  data,  three-fourths  of  the  8  percent  who  could 
report  current  prices,  or  6  percent  of  the  Iowa  creameries,  would  ship  on 
regular  days.  For  this  6  percent,  sales  would  be  split  among  days  of  the 
week  approximately  as  follows:  Monday,  2.7  percent;  Tuesday,  1.0  percent; 
Wednesday,  0.7  percent;  Thursday,  0.4-  percent;  and  Friday,  1.2  percent. 

Thus,  it  would  be  difficult  to  obtain  from  Iowa  alone  a  daily  report 
adequately  representing  the  total  butter  market.  16/ 

Even  the  entire  group  of  North  Central  States  would  be  likely  to  contain 
only  a  few  plants  that  could  report  current  prices  for  some  grades  of  butter 
for  some  days  (table  8). 

Table  8. --Total  number  of  butter  plants  and  number  estimated  to  be  butter 
market  news  sources,  North  Central  States,  1957-58 


State 


:    Plants  estimated 

:     Total  plants 

:    to  be  available 

i 

I 

:     for  reporting 

555 

205 

315 

116 

214 

79 

93 

34 

87 

32 

68 

25 

67 

25 

62 

23 

56 

21 

43 

16 

?8 

14 

Minnesota 

Iowa 

Wisconsin 

North  Dakota 

Michigan 

Ohio 

South  Dakota 

Illinois 

Nebraska 

Missouri 

Kansas 

Total  :        1,598  590 


16/  See  page  20  for  sample  sizes  required  for  various  degrees  of 
accuracy. 
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Methods  for  Establishing  Butter  Grade  for  Reporting 

Since  price  is  to  be  reported  by  grade,  and  price  differentials  among 
grades  are  substantial,  it  will  be  necessary  to  have  a  reasonably  reliable 
statement  of  grade  for  each  lot  of  butter  reported. 

Grade  could  be  assigned  in  several  ways:  (1)  Have  the  butter  graded  by 
the  Agricultural  Marketing  Service;  (2)  accept  the  grade  reported  to  the 
creamery  by  the  buyer;  (3)  accept  the  creamery's  statement  of  grade;  and  (4) 
rate  the  creamery  according  to  its  most  usual  quality  of  butter. 

Several  problems  stand  in  the  way  of  obtaining  a  U.  S.  grade:  (l)  The 
cost  of  grading  each  shipment  of  butter  would  be  too  great;  and  (2)  occasional 
regular  grading,  say  monthly,  is  unsatisfactory  because  the  grade  or  the 
proportion  of  butter  in  several  grades  during  the  month  between  gradings  might 
differ  from  the  quality  at  the  time  butter  is  graded. 

In  the  experimental  report  the  creameries1  statements  of  quality  were 
accepted.  The  reported  quality  may  be  based  on  any  of  several  criteria,  in- 
cluding the  grade  reported  by  buyer  or  the  creamery's  estimate  of  grade. 

The  accuracy  of  the  grade  reported  to  the  creamery  by  the  buyer  may  be 
unreliable  because  (l)  the  buyer  may  try  to  maintain  good  relations  with  the 
creamery  by  reporting  a  high  grade,  regardless  of  actual  quality,  or  (2) 
commercial  acceptance  rather  than  TJ.  S.  quality  standards  may  guide  the  buyer 
in  grading  the  creamery's  butter. 

The  creamery's  judgment  regarding  grade  is  open  to  question  because 
(1)  pride  or  wishful  thinking  might  lead  a  creamery  into  misstating  grade, 
and  (2)  the  buttermaker  has  few  opportunities  to  compare  his  own  butter  with 
butter  of  known  grades. 

Creameries  also  may  be  rated  by  their  most  usual  grade  of  butter,  and 
prices  classified  accordingly.  This  system  has  a  major  fault — quality  can 
vary  from  one  churning  to  another.  In  several  instances,  a  creamery  pre- 
viously selling  at  prices  in  line  with  92-score  prices  unexpectedly  had  one 
lot  at  a  90-score  or  lower  price.  Apparently  the  quality  of  this  odd  lot  was 
much  below  the  expected  quality,  so  the  price  was  reduced  accordingly. 

One  proposal  for  obtaining  the  best  possible  information  on  butter 
quality  for  reporting  purposes  is  to  select  a  sample  of  creameries  and  to 
obtain  quality  information  on  their  product  wherever  available  from  the 
Agricultural  Marketing  Service.  Prices  for  creameries  with  U.  S.  grades 
would  be  a  norm.  Statement  of  quality  by  other  creameries  would  be  accepted 
as  long  as  prices  were  in  line  with  those  received  by  the  "norm"  creameries. 
Any  deviation  from  the  "norm"  prices  would  be  a  signal  for  the  reporting 
agency  to  question  the  creamery  regarding  butter  quality  and  perhaps  obtain 
a  U.  S.  grade  on  its  butter. 
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